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The long term care insurance decreases the long term care cost
that the households need to pay in long term care situation. The system
of the long term care insurances not only decreases the long term care
cost but also gives the bene¯t for the people that are not in long
term care situation because of the risk pooling e®ect that brings about
a decrease in the precautionary saving. This paper examines how the
long term care insurance a®ects macroeconomic variables in the short
and long run. In the short run, this insurance system decreases the
precautionary saving and increases the consumption, which is desirable
because the economy is stimulated. However, in the long run, a decrease
in the precautionary saving reduces the income per capita because of a
decrease in capital stock. The long run e®ect abovementioned decreases
the utility of households that are not in long term care situation and
therefore this paper shows that there are little e®ect of risk pooling.
That is, this insurance has trade o® e®ect between short run and long
run.
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